
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * 

I n  t h e  H a t t e r  of: 

GENERAL ADJUSTMENTS IN 1 
ELECTRIC AND GAS RATES ) 
OF LOUISVILLE GAS AND ) 
ELECTRIC C W P A N Y  1 

CASE NO. 8924 

O R D E R  

On May 1 6 ,  1984,  t h e  Commission i s s u e d  a n  Orde r  a p p r o v i n g  

rates for service r e n d e r e d  by L o u i s v i l l e  Gas and Electric Company, 

( " L G 6 E " ) .  I n  t h a t  O r d e r  t h e  Commission denied LG&E's proposed  

a d j u s t m e n t  to  r e f l e c t  t h e  i n c r e a s e  i n  t h e  a n n u a l  fee i t  pays t h e  

federal government  for t h e  use of t h e  McAlpine Dam to  operate its 

h y d r o e l e c t r i c  p l a n t ,  as t h e  amount of t h e  fee w a s  n o t  y e t  known 

and measu rab le .  The Commission stated t h a t  t h e  f u l l  amount of t h e  

increased fee would be recoverable t h r o u g h  rates once a final 

determination was made as to t h e  amount of t h e  fee and t h a t  LG6E 

shou ld  f i l e  a proposed  surcharge w i t h  a n  amortization p e r i o d  equal 

to the r ema in ing  l i f e  of t h e  l icense a t  t h e  t i m e  of t h e  f i l i n g .  

On October 22, 1984,  =&E f i l e d  a tariff sheet for a 

proposed s u r c h a r g e  of .009 c e n t s  per KWH to be e f f e c t i v e  December 

1, 1984,  a l o n g  w i t h  s u p p o r t i n g  t e s t i m o n y  and e x h i b i t s  of W i l l i a m  

E?. Hancock, Jr., S e n i o r  V i c e - p r e s i d e n t  and S e c r e t a r y  of LG&E. The 

proposed  s u r c h a r g e  would recover t h e  e s t i m a t e d  a d d i t i o n a l  a n n u a l  



I 

h y d r o e l e c t r i c  fee of $590 ,845  f o r  t h e  y e a r  b e g i n n i n g  December 1, 

1984, p l u s  t h e  a m o r t i z a t i o n  o v e r  251 months of $1,980,007,  the 

t o t a l  a d d i t i o n a l  c h a r g e  for t h e  p e r i o d  from September  1, 1981, 

th rough  November 30, 1984. LG&E calculated the s u r c h a r g e  u s i n g  

rates e s t a b l i s h e d  i n  t h e  ' F i n a l  Rule"  i s s u e d  by t h e  Federal Energy 

R e g u l a t o r y  Commission i n  Docket No. RM83-13-000, "Annual Charges  

for use of Government D a m s  and O t h e r  S t r u c t u r e s . "  The Commission 

is of t h e  o p i n i o n  t h a t  t h e  a d d i t i o n a l  h y d r o e l e c t r i c  fee is now 

r e a s o n a b l y  known and m e a s u r a b l e  and t h a t  t h e  proposed  s u r c h a r g e  

should, a c c o r d i n g l y ,  be approved. 

LG&E's proposed t a r i f f  p r o v i d e s  t h a t  for purposes o f  

showings  on  cus tomer  b i l l s ,  t h e  s u r c h a r g e  s h a l l  be combined with 

t h e  t h e n  e f f e c t i v e  fuel a d j u s t m e n t  clause ( " F A C " )  c h a r g e .  T h i s  

t r e a t m e n t  is t h e  same a s  t h a t  accorded the 12-month su rcha rge  

approved on May 15, 1984, i n  Case No. 8616, "Genera l  Adjus tment  i n  

Electric and G a s  R a t e s  of t h e  L o u i s v i l l e  G a s  and Electric 

Company,. w h e r e i n  LG&E was authorized to i n c l u d e  ,023 c e n t s  i n  t h e  

monthly FAC. Thus, for approximately 6 months t h e  PAC c h a r g e  

shown on  customer b i l l s  would i n c l u d e  t w o  s u r c h a r g e s  t o t a l i n g  ,032 

c e n t s  per KWH. Because of the spec ia l  benef  i c f a l  t r e a t m e n t  

g r a n t e d  u t i l i t i e s  i n  r e c o v e r i n g  designated expenses t h r o u g h  

automatic a d j u s t m e n t  c l a u ~ c 6 ,  the Commiaeion ia of t h e  opinion 

t h a t  consumers  s h o u l d  b e  w e l l  informed of the o p e r a t i o n s  o f  these 

clauses. An i m p o r t a n t  means of i n fo rming  t h e  pub l i c  of t h e  

o p e r a t i o n  of a u t o m a t i c  adjustment c l a u s e s  is the separate 
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s t a t e m e n t  of c h a r g e s  r e s u l t i n g  from t h o s e  clauses on customer 

bills. For example ,  d u r i n g  most of 1984 ,  LGhE's FAC c h a r g e  h a s  

been  a credit because LG&E1s a c t u a l  f u e l  costs have been be low t h e  

costs a l l o w e d  i n  i ts base rates. However, combining  s u r c h a r g e 8  

w i t h  t h e  FAC c h a r g e s  on customer b i l l s  d i a g u i s e e  b o t h  t h e  FAC 

c r e d i t s  and t h e  s u r c h a r g e s .  

#re Hancock stated that i n  i ts n e x t  rate case LGQE e x p e c t e d  

t o  propose i n c l u d i n g  t h e  r e c o v e r y  of t h e  i n c r e a s e d  h y d r o e l e c t r i c  

fee i n  base rates and e l i m i n a t i n g  t h e  s u r c h a r g e .  The Commission 

agrees t h a t  t h i s  s h o u l d  be done. C o n s i d e r i n g  t h a t  t h e  p roposed  

s u r c h a r g e  w i l l  be r e l a t i v e l y  small and temporary, t h e  Commission 

w i l l  a l l o w  =&E to b i l l  it as proposed. However, i n  t h e  f u t u r e  

t h e  Commission expects LGhE t o  s e p a r a t e l y  se t  out special s u r -  

c h a r g e s  on customer b i l l s .  

The Commission, h a v i n g  c o n s i d e r e d  t h e  e v i d e n c e  of record 

and being a d v i s e d ,  is of t h e  o p i n i o n  and f i n d s  t h a t  t h e  p roposed  

h y d r o e l e c t r i c  license fee s u r c h a r g e  is reasonable and s h o u l d  be 

approved 

IT IS THEREFORE ORDERED t h a t  LG&E's surcharge tariff f i l e d  

with t h e  Commission o n  October 2 2 ,  1984, be and it h e r e b y  is 

approved 

I 
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Done at Frankfort, Kentucky, t h i s  Uth day of Novder ,  1984. 

PUBLIC SERVICE COMMISSION 

/ d L L e & . 7 L L  
Chairman 

ATTEST: 

Secretary 


